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Economics  and  Peace 


BY  HERBERT  FEIS 

This  is  the  text,  with  a  few  corrections  and  amend¬ 
ments,  of  a  speech  delivered  by  Herbert  Feis  before 
the  Cincinnati  Branch  of  the  Foreign  Policy  Associa¬ 
tion  on  February  ly,  1^44.  Mr.  Feis  was  until  recently 
Adviser  on  International  Economic  Affairs  in  the  De¬ 
partment  of  State.  He  is  the  author  of  The  Changing 
Pattern  of  International  Economic  Affairs,  and  other 
worths. — Editor 

THE  subject  of  economics  is  usually  left  to  the 
specialists,  or  to  the  grim  after-hour  conferences 
of  perplexed  men  whose  immediate  business  re¬ 
sponsibilities  are  in  its  realm.  Its  reputation  as  a 
dismal  and  unfathomable  subject  is  understand¬ 
able.  With  the  personal  trials  of  earning  a  living 
we  are  all  familiar;  little  heroism  or  glamor  at¬ 
taches  to  it.  The  economist’s  interpretation  of  the 
struggle,  in  its  objectivity,  is  apt  to  be  unsympa¬ 
thetic  to  our  personal  plight  and  interests.  And 
usually,  besides,  it  is  a  chronicle  of  anxiety,  for  the 
observer  of  economic  events,  like  a  fisherman  on  a 
rough  coast,  is  never  sure  of  the  complicated  and 
unruly  tides  and  rarely  hopeful  of  a  good  catch. 

Economic  affairs  will  obviously  have  far-reach¬ 
ing  importance  in  determining  whether,  after  this 
war,  nations  can  settle  down  to  a  long  period  of 
assured  peace  or  live  in  perpetual  anxiety.  All  of 
us  recognize  that  economic  conditions  do  affect  the 
inner  character  and  behavior  of  nations;  and  that 
economic  aims  often  sway  or  direct  their  foreign 
policy.  In  fact  the  belief  was  common,  for  a  time, 
that  the  tug  of  the  arm  at  the  cash  register  alone 
controlled  the  conduct  of  nations;  and  that  all 
politics  was  a  struggle  of  groups  to  acquire  access 
to  that  arm.  This  is,  of  course,  not  true.  But  cer¬ 
tainly  if  the  economic  relations  between  nations  are 
in  confusion,  all  striving  for  international  order 
and  justice  will  become  tangled  in  doubt. 

INCREASE  IN  PRODUCTIVE  POWER 

But  there  is  one  newly  evident  feature  of  our 
economic  prospects  that  may  give  buoyancy  to  our 
ultimate  anticipations  despite  the  morass  of  misery 
that  will  exist  in  much  of  the  world  at  the  end  of 
the  war.  That  is  the  proven  great  increase  in  hu¬ 


man  productive  power.  This  increase  has  been 
dramatically  demonstrated  by  our  present  per¬ 
formance  in  providing  our  own  and  foreign  armies 
and  navies  with  such  vast  supplies  of  foodstuffs 
and  war  materials  without  any  substantial  lessen¬ 
ing  of  the  customary  flow  of  goods  for  civilian  use. 
The  accumulating  knowledge  of  how  to  use  re¬ 
sources  to  make  the  things  we  want,  of  how  to 
invent  machinery,  employ  power  and  organize  pro¬ 
duction,  now  seems  to  offer  all  the  possibility  of 
living  decently — if  we  use  that  knowledge  well. 

Not  long  since  I  went  through  two  of  the  great 
airplane  plants  of  this  country  where  each  day  a 
good  number  of  large  bombing  planes  are  being 
completed.  Within  the  vast  shops  there  was  no  one, 
as  far  as  I  could  see,  who  was  doing  work  that 
overtaxed  his  strength.  A  few,  in  the  riveting  shop 
of  one,  and  in  the  finishing  and  shaping  part  of 
the  other,  were  working  amid  great  noise.  And  in 
the  aluminum  and  magnesium  foundries,  near  the 
furnaces,  there  was  great  heat  and  great  need  for 
care  and  protection.  No  one  was  working  in  dirt  or 
amidst  heavy  and  unpleasant  fumes,  or  in  dark  or 
damp  places,  no  one  carrying  weights  beyond  his 
strength.  I  am  not  suggesting  that  in  the  future 
the  business  of  earning  a  living  will  be  as  pleasant 
or  as  interesting  as  a  honeymoon  cruise;  it  will 
remain  sufficiently  worrisome  and  humdrum  to 
keep  us  normal.  But  if  we  can  manage  our  human 
relations  well,  it  could— I  am  suggesting,  not  pro¬ 
phesying — be  more  secure,  more  rewarding  and 
less  exhausting  for  the  masses  of  men  and  women 
than  ever  in  the  past. 

THE  AMERICAN  ECONOMIC  PERFORMANCE 

It  is  as  essential  internationally  as  nationally  that 
we  make  this  possibility  “come  true.”  For  if  pro¬ 
duction  in  the  United  States  is  sustained  at  a  high 
level,  all  international  economic  problems  will  be 
eased.  We  buy  much  from  other  countries,  and 
travel  much  in  foreign  lands.  People  abroad  will 
thereby  secure  the  means  of  buying  our  products 
and  of  increasing  their  own  productivity.  We  shall 
be  able,  without  serious  sacrifice,  to  risk  a  small 
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fraction  of  our  income  to  relieve  the  need  of  others, 
to  provide  aid  in  the  development  of  their  re¬ 
sources,  and  to  protect  our  own  future  by  investing 
in  theirs.  We  shall  be  more  likely  to  be  fair  and 
farsighted  where  our  interests  come  into  conflict 
with  those  of  other  nations.  We  shall  have  learned, 
I  hope,  to  do  these  things  thoughtfully  and  sober¬ 
ly — even  elegantly  if  we  can  afford  it — but  not 
with  the  lazy  carelessness  of  the  rich  American 
abroad  during  the  twenties. 

While  if,  on  the  contrary,  our  production  lags 
and  many  of  our  people  are  unemployed,  we  shall 
be  disappointing  and  exacting  partners.  We  shall 
tend  defensively  to  close  our  markets,  strive  to 
solve  our  problems  by  excluding  foreign  products, 
and  struggle  violently  for  every  chance  abroad.  We 
shall  fail  to  give  others  help  and  courage;  and,  in¬ 
stead  of  serving  as  leader  in  composing  the  quar¬ 
rels  of  others,  we  shall  figure  in  them.  Our  success 
or  failure  in  managing  our  own  affairs  effectively 
will  prove  of  great  moment  to  others  as  well  as  to 
ourselves.  They  would  suffer  from  our  failure, 
gain  from  our  success — in  peace  as  now  in  war. 

The  collapse  of  our  affairs  in  1929-32  brought 
gray  misery  to  other  lands  as  well  as  to  our  own, 
and  threw  open  the  doors  of  power  to  the  adven¬ 
turers  of  other  economic  systems.  Persistent  de¬ 
pression  in  our  affairs  in  the  post-war  period 
would  make  improbable  any  revival  of  world  trad¬ 
ing  arrangements.  Each  country  would  seek  to  live 
by  organizing  its  production  within  its  national 
boundaries — eking  out  the  resources  of  its  own  na¬ 
tional  soil.  Governments  would  conduct  trade  to 
keep  their  peoples  alive  and  in  order.  The  weaker 
and  smaller  among  them  would  hitch  themselves 
to  whatever  outside  state  or  form  of  economy  could 
reliably,  though  only  meagerly,  satisfy  the  needs  of 
their  people. 

Our  influence  in  world  economic  arrangements 
will  be  no  greater  than  the  size  and  steadiness  of 
our  peacetime  productive  performance.  That  per¬ 
formance,  not  theory  or  desire,  will  govern  the  drift 
of  events.  If  we  in  the  United  States  fail,  it  will  be 
the  failure  of  an  undisciplined  wastrel  in  a  place 
of  ease,  not  the  failure  of  a  sturdy  man  against 
tough  odds.  It  will  be  only  because  we  fail  to  get 
along  with  ourselves,  and  among  ourselves. 

THE  MAIN  ENDS  OF  POLICY 

The  American  people  are  prepared,  I  believe, 
devotedly  to  play  their  part  in  the  maintenance  of 
peace.  The  great  majority  have  concluded,  I  be¬ 
lieve,  that  neither  peace  nor  security  can  be  ob¬ 
tained  in  isolation.  They  expect  our  diplomacy  to 
explore  and  pursue  all  routes  to  that  end:  the  con¬ 


clusion  of  agreements  with  other  countries  pledg¬ 
ing  mutual  peace  and  cooperation;  the  acceptance 
of  a  responsible  place  in  an  international  organiza¬ 
tion  through  which  these  pledges  may  be  made 
effective;  and  the  cultivation  of  understandings 
and  relations  with  other  countries  that  would  as¬ 
sure  us  of  allies  and  friends  if,  despite  all  effort, 
we  had  again  to  face  the  tragedy  of  war.  In  all 
these  courses  diplomacy  will  require  a  supporting 
economic  counterpart. 

Thus  in  shaping  our  international  economic  poli¬ 
cies  two  ends  must  be  fused.  These  policies  redound 
in  fair  measure  to  our  ultimate  economic  advan¬ 
tage.  They  must,  at  the  same  time,  serve  as 
strengthening  beams  in  the  political  structure  on 
which  we  depend  for  security  and  peace.  The  sug¬ 
gestions  that  follow  are,  I  know,  inadequate  and 
deceptively  simple.  Further,  they  are  not  guaranteed 
to  be  proof  against  the  wind  and  weather  of  events. 
They  should  be  taken  back  to  the  shop  frequently 
for  repair  and  remodeling. 

MEASURE  OF  U.S.  ASSISTANCE 

Trade  policy  will  be  one  of  the  critical  fields  of 
decision.  The  extent  to  which  we  make  it  possible 
for  other  countries  to  secure,  through  trade,  Amer¬ 
ican  products  which  they  need  for  life  and  work 
will  ^  of  great  importance.  If  we,  because  of  de¬ 
pression,  or  through  excessive  trade  restrictions  or 
other  methods  of  self-sufficiency,  ignore  the  needs 
of  other  countries,  we  shall  be  striking  directly  at 
them.  If  we  fail  to  recognize,  within  the  bounds  of 
reason  and  for  due  return,  the  essential  trade  needs 
of  other  countries,  they  will  turn  aside  from  us. 
Their  policies  will  express  their  difficulties  and 
their  resentment.  Economic  frustration  will  weak¬ 
en  any  and  all  political  arrangements. 

Further,  in  consequence  of  the  fact  that  during 
the  immediate  post-war  period  our  economic  sur¬ 
plus  is  likely  to  be  greater  than  that  of  any  other 
country,  we  shall  be  expected  to  render  substantial 
financial  assistance  to  others.  Hard-heartedness  will 
prove  to  be  mean  shortsightedness  as  well.  I  have 
in  mind,  for  example,  the  defeated  attempt  to  re¬ 
duce  the  scheduled  contributions  to  the  United 
Nations  Relief  and  Rehabilitation  Administration, 
and  some  of  the  more  contemptuous  criticisms  of 
our  economic  activities  in  the  Latin  American  re¬ 
publics.  We  shall,  during  the  period  of  post-war 
recovery,  have  to  make  it  possible  for  the  rest  of 
the  world  to  acquire  American  goods  essential 
to  relieve  their  misery,  to  renew  their  own  produc¬ 
tive  life  in  farms  and  factories,  and  to  secure  cap¬ 
ital  to  develop  their  resources.  This  to  some  extent 
we  should  do  by  gift,  to  some  extent  by  loan,  to 
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some  extent  by  direct  or  joint  investment,  and  to 
some  extent  by  arranging  for  special  exchanges  of 
goods  and  services,  or  for  special  compensation 
that  might  not  be  provided  through  the  ordinary 
processes  of  trade. 

I  am  not  suggesting  that  we  can  take  upon  our¬ 
selves  the  world’s  economic  burdens  and  difficul¬ 
ties.  We  will  not  be  wealthy  enough  for  that  even 
if  our  affairs  go  well.  We  cannot  feed,  clothe,  house 
the  outside  world,  or  rebuild  its  plants  by  our¬ 
selves.  But  we  can  make  some  measure  of  contribu¬ 
tion  thereto.  Nor  am  I  suggesting  that  this  assis¬ 
tance  be  given  indiscriminately,  and  without  re¬ 
compense.  The  assistance  we  extend — whether  it 
be  on  a  gift  or  loan  basis — must  be  carefully  exam¬ 
ined  and  kept  under  careful  check,  to  assure  that 
it  will  be  well  utilized,  and  is  accompanied  by  a 
sturdy  effort  on  the  part  of  others  to  help  them¬ 
selves.  The  return  may  be  in  the  form  of  ordinary 
repayment,  or  in  some  special  contribution  to  our 
national  security  or  welfare.  To  what  extent  other 
countries  may  be  able  to  repay  will,  in  part,  depend 
on  our  willingness  to  accept  the  goods  in  which 
payment  could  be  made.  Let  us  not  impose  a  debt 
which  we  will  not  permit  others  to  discharge. 
And,  may  I  add,  let  us  avoid  ambiguity.  I,  for  my 
part,  shall  sigh  with  relief  when  the  Lend-Lease 
accounts  are  finally  settled. 

This  program  of  participation  in  the  world’s  eco¬ 
nomic  affairs  will  require  supple  administration.  It 
will  also  confront  us  with  many  questions  of  judg¬ 
ment  as  to  whether  to  act  independently  or  in  con¬ 
sultation  or  concert  with  other  nations,  or  through 
international  organizations  in  which  we  merge  our 
resources  and  subordinate  our  powers  of  decision. 
During  the  period  immediately  ahead,  both  poli¬ 
tical  alignments  and  social  order  will  undergo  dis¬ 
turbing  changes.  The  middle  course — that  of  sys¬ 
tematic,  organized  consultation  looking  toward 
concerted  action — will  probably  prove,  for  most 
matters,  the  most  satisfactory  means  of  operation. 

PREVENTION  OF  ECONOMIC  CONFLICTS 

Another  essential  of  economic  foreign  policy 
should  be  the  attainment  of  agreement  with  other 
countries  in  those  fields  of  economic  activity  in 
which  there  is  a  great  danger  of  direct  sharp  con¬ 
flict.  I  have  in  mind  those  activities  which  arc  by 
their  very  nature  international  such  as  aviation, 
shipping,  the  development  of  certain  important  na¬ 
tural  resources,  such  as  oil,  and  the  exp>ort  trade.  I 
can  touch  only  on  some  of  these — and  that  but 
briefly — to  point  to  the  bush  in  which  the  quarry 
lies,  and  leave  the  rest  to  the  hunter. 

Almost  all  countries  will  want  their  airfleets  to 


sail  the  skies,  and  their  wing  ornaments  to  be  seen 
on  remote  airports.  This  may  not  be — for  many— 
a  carefully  measured  or  even  sensible  desire;  but  it 
will  persistently  seek  satisfaction.  The  owners  of 
airplane  plants,  the  operators  of  airlines,  the  pilots 
and  air  crews  of  each  country  will  fight  for  a  place 
in  the  sky.  And  government  will  aid  them,  since 
air  power  is  an  important  element  of  national  pow¬ 
er,  and  civil  aviation  activity  is  one  of  its  schools 
and  supports.  The  rivalry  among  interests  within 
nations,  and  between  nations,  for  flying  routes, 
landing  fields,  traffic,  may  produce  diplomatic  and 
commercial  conflicts  that  divide  the  world  into 
warring  parts.  If  international  civil  aviation  is  to 
prove  of  ultimate  benefit,  it  must  be  tamed  to  meet 
the  needs  of  the  peoples  on  the  ground.  Man  has 
acquired  the  bird’s  power  of  flight,  its  freedom  of 
movement.  But  he  remains  earth-bound  by  nature 
and  destiny.  If  he  imitates  the  hawk  or  cuckoo,  he 
will  destroy  himself.  I  do  not  know  whether  there 
is  some  instinctive  law  and  order  in  the  kingdom 
of  the  birds,  some  division  of  the  skies  that  nature 
has  finally  devised  to  permit  survival.  There  are 
many  vanished  species. 

RIVALRY  IN  THE  AIR  AND  AT  SEA 

The  doctrine  that  each  country  has  full  sover¬ 
eignty  over  the  air  above  its  territory  has  come  to 
prevail.  To  what  extent  and  for  what  purposes 
must  nations  agree  upon  the  application  of  restric¬ 
tion  of  this  sovereignty  right.?  A  broad  interna¬ 
tional  agreement  conveying  and  regulating  the 
right  to  fly  over,  to  fuel,  to  carry  international  traf¬ 
fic,  should  be  negotiated,  whenever  it  may  prove 
fwssible  to  have  the  necessary  meetings.  This  should 
be  preceded  and  supplemented  by  agreements  be¬ 
tween  pairs  of  countries  on  a  broad  reciprocal  basis. 
Agreement  between  ourselves  and  members  of  the 
British  Commonwealth  should  be  attempted  at 
once;  the  foundation  already  exists. 

In  addition,  there  would  appear  to  be  need  of 
agreements  regulating  official  aid  and  competition. 
.\s  Mr.  Edward  P.  Warner  of  the  Civil  Aeronau¬ 
tics  Board  has  observed  in  the  October  1943  issue 
of  Foreign  Adairs,  “the  economic  effects  of  a  real 
race  in  subsidies  would  be  direct  and  immediate. 
The  political  effects  would  be  indirect.  Nations 
will  hardly  be  brought  to  the  point  of  war  by  their 
efforts  to  maintain  supremacy  in  the  field  of  air 
transport  at  government  expense.  However,  the 
spectacle  of  the  United  Nations  engaged  in  such 
efforts  would  be  a  disheartening  augury  of  their  in¬ 
ability  to  cooperate  in  matters  more  directly  con¬ 
nected  with  the  preservation  of  peace.’’ 

Unregulated  search  for  opportunity  backed  by 
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competitive  national  diplomacy  will  not  be  good 
enough  to  guide  international  air  development. 
The  quarrels  over  opportunity,  for  the  privilege, 
for  example,  of  flying  to  Timbuctoo  could  become 
as  lively  as  an  old-time  frontier  dispute;  for  the  air 
is  the  new  frontier. 

Similar  questions  have  long  been  present  in  the 
shipping  field.  The  new  technique  in  shipbuilding 
and  the  possible  great  surplus  in  shipping  that  will 
arise  sometime  after  the  war  gives  new  urgency  to 

I  international  agreement.  What  place,  above  the  re¬ 
quirements  of  defense,  we  may  fairly  and  wisely 
claim  in  the  shipping  world  will  largely  depend 
on  the  trade  policies  we  intend  to  pursue.  A  large 
two-way  trade  will  entitle  us  to  a  large  merchant 
marine  and  enable  us  to  sustain  it  without  heavy 
cost;  a  small  trade  will  deprive  us  of  title  and  re¬ 
quire  us  to  pay  heavily  for  voyages  we  do  not  take 
and  cargoes  we  do  not  enjoy. 

ACCESS  TO  RAW  MATERIALS 

The  question  of  access  to  supplies  of  raw  ma- 
!  terials  and  fcxidstuffs  derives  importance  primarily 
j  from  the  fact  that  it  is  the  form  in  which  discon- 

I  tented  nations  have  chosen  to  protest  or  disguise 
their  difficulties.  In  past  peacetimes  all  nations  have 
I  usually  been  able,  if  they  could  pay,  freely  to  ac¬ 
quire  needed  raw  materials  and  foodstuffs  from  the 
world  over.  During  most  of  the  inter-war  period, 
in  fact,  surpluses  of  raw  materials  eagerly  sought 
buyers.  In  South  America  coffee  and  corn  were 
j  burned  as  fuel;  in  the  Far  East  rubber  went  beg¬ 
ging  for  five  cents  a  pound;  and  in  the  United 
States  the  government  felt  itself  compelled  to  buy 
up  huge  amounts  of  cotton.  The  restrictions  on  ex- 
prts  and  the  taxes  to  which  they  were  subject  were 
slight;  premiums  on  exports  were  more  usual.  But 
many  nations  lacked  the  necessary  means  of  pay¬ 
ment.  The  proceeds  of  their  production  and  trade 
were  insufficient.  The  growing  circle  of  trade  bar¬ 
riers  shut  off  opportunity  for  all;  they  injured  es¬ 
pecially  the  poorer  countries  whose  needs  were 
acute. 

(  Before  the  war  the  issue  was  raised  in  most  vio¬ 
lent  form  by  Germany  and  Japan.  In  their  case  it 
was  largely  a  false  demand.  During  the  very  peri¬ 
od  in  which  they  most  hotly  proclaimed  their  dis¬ 
advantage,  they  were  acquiring,  without  hindrance, 
more  raw  materials  than  ever  in  their  history — put- 
.  ting  them  aside  as  reserve  stocks  for  war. 

I  Where  the  lack  is  actual,  it  is,  as  I  have  said, 
primarily  an  expression  of  the  need  for  greater 
trade,  or  trade  under  more  favorable  terms.  If  trade 
is  permitted  to  flourish,  most  people  will  be  able 
to  satisfy  their  more  important  wants.  If  it  is  small 


and  uncertain,  even  these  will  go  unsatisfied.  Di¬ 
rect  restrictions  have  been  of  little  consequence. 
Nevertheless,  an  agreement  between  nations  not 
to  impose  burdensome  or  discriminatory  restric¬ 
tions  on  the  export  of  raw  materials  and  food¬ 
stuffs  would  be  useful.  This  would  be  a  guarantee 
that  all  peaceful  nations  could  procure  the  raw  ma¬ 
terials  for  which  they  could  pay,  without  extortion 
or  necessity  for  diplomatic  bargaining.  Exceptions 
would  have  to  be  made  for  restrictions  maintained 
in  accordance  with  the  terms  of  international  com¬ 
modity  regulation  accords. 

It  would  also  be  useful  if  agreement  could  be 
reached — or  at  least  a  common  practice  established 
— under  which,  with  proper  safeguards  and  limi¬ 
tations,  the  natural  resources  of  dependent  areas 
were  opened  to  the  qualified  capital  and  enterprise 
of  all  friendly  countries.  The  extension  of  the  Open 
Door  remains  a  sound  American  aim.  Our  title  to 
advance  it  has  been  improved  by  the  extent  to 
which  we  are  drawing  on  our  own  natural  re¬ 
sources  for  war  purposes. 

For  irritations  and  rivalries  connected  with  the 
export  trade,  I  know  no  simple  satisfactory  rem¬ 
edy.  There  should  be  an  incessant  educational  ef¬ 
fort  among  peoples  to  make  clear  that  ordinarily 
such  conflicts  do  not  involve  an  important  national 
interest.  It  should  be  emphasized  that  trade  won  at 
the  cost  of  embittered  struggle,  or  costly  subsidies, 
is  better  foregone;  it  is  wiser  for  a  country  to  re¬ 
arrange  the  productive  activity  within  its  borders 
than  to  avoid  change  by  desperate  methods.  The 
repetitious  and  boring  demonstrations  of  the  econ¬ 
omist  that,  if  trade  is  to  be  permanently  beneficial, 
it  must  be  a  two-way  process,  must  be  carried  on 
even  more  repetitiously — although  if  possible  less 
boringly.  And,  lastly,  nations  must  abstain  from 
using  export  trade  as  an  instrument  of  political 
purpose,  and  combine  to  try  to  check  the  practice 
when  it  appears.  These,  I  realize,  are  only  sermon¬ 
izing  doctrines.  As  with  much  of  life  and  behavior, 
I  do  not  know  how  to  translate  them  into  law. 
They  will  mainly  remain,  I  believe,  a  task  for  the 
teacher  rather  than  for  the  negotiator  of  agree¬ 
ments. 

NO  ECONOMIC  PROGRESS  WITHOUT  POLITICAL  TRUST 

The  foregoing  policies  and  measures  would  be 
an  appropriate  counterpart  of  political  policy  that 
seeks  peace  through  agreement.  For  they  would 
dispose  nations  toward  peace,  by  endowing  p>eace 
with  hope  and  economic  security.  They  would 
stimulate  the  revival  of  the  spirit  of  individual  and 
economic  freedom  that  has  been  submerged  in  so 
large  a  part  of  the  world. 
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ECONOMICS  AND  PEACE 


But  economic  means  or  measures  cannot  guar¬ 
antee  peace.  No  matter  how  satisfactory  the  eco¬ 
nomic  situation,  there  will  emerge  nations,  or 
groups  of  nations,  ready  to  force  a  quarrel  with 
others,  or  to  despoil  them,  if  they  believe  they  have 
the  strength.  Even  though  all  the  world  lived,  as  it 
might,  as  clean,  comfortable  and  secure  as  a  well- 
paid  civil  servant  in  a  model  housing  development, 
peace  will  still  have  its  enemies. 

Benevolent  economic  treatment  cannot  sway  the 
spirit  deeply  unbalanced  by  scheming  hate,  resent¬ 
ment  and  longing  fantasies.  It  will  not  quiet  the 
turbulence  of  a  thoroughly  disordered  vision.  Dur¬ 
ing  the  nineteen  twenties  American  capital  and  en¬ 
terprise  actively  assisted  in  Germany’s  recovery. 
But,  as  soon  as  the  immediate  benefits  were  ab¬ 
sorbed  and  depression  set  in  again  in  that  unhappy 
land,  we  were  repaid  with  sullen  hate.  When,  later, 
the  United  States  proffered  increased  trade  oppor¬ 
tunity  in  return  for  peaceful  pledges,  its  sugges¬ 
tions  were  contemptuously  stifled  in  a  rigamarole 
of  special  pleading.  Germany  wanted  only  trade 
opportunities  that  could  be  obtained  without  turn¬ 
ing  aside  from  its  program  of  conquest.  What 
other  response  could  come  from  a  leader  who,  as 
Konrad  Heiden  reminds  us,  declared:  “Germany 
can  harbor  only  the  single  desire,  that  over  every 
conference  the  spirit  of  misfortune  should  reign, 
that  discord  should  arise  from  it,  and  that  finally  in 
bl(X)d  and  fire  there  should  be  an  end  to  a  world 
peace  which  otherwise  will  be  the  end  of  our 
people.”  Mussolini,  also,  responded  casually  to  our 
urgent  though  tardy  trade  offers  with  the  observa¬ 
tion  that  events  made  them  too  late,  and  marched 
his  men  into  France.  Japan  ignored  the  trade  pro¬ 
posals  that  were  made  to  its  special  representatives 
in  Washington  while  its  fleets  were  making  ready 
to  move  on  Pearl  Harbor. 

Nations  must  qualify  for  economic  aid  and  co¬ 
operate  by  acting  as  reliable  members  of  a  peaceful 
international  society.  The  advances  of  states  of  un¬ 
certain  nature  and  purpose  should  be  regarded 
with  caution;  the  promise  that  conduct  will  im¬ 
prove  if,  when  and  as  economic  help  is  extended 
should  he  viewed  with  skepticism.  For  the  “Devil 
sick”  and  the  “Devil  well”  continue  to  be  two  very 
different  people. 

PLANS  FOR  FINANCIAL  COOPERATION 

Attempts  wholly  to  isolate  international  econom¬ 
ic  plans  and  programs  from  other  events  will 
prove  impracticable.  This  question  is  presented,  for 
example,  by  the  plans  proposed  for  international 
cooperation  in  the  monetary  and  investment  field. 
I  have  in  mind  the  monetary  plans  published  by 


the  American  and  British  Treasuries,  known  by  the 
names  of  their  chief  authors  as  the  White  and 
Keynes  plans,  and  that  published  by  the  Treasury 
of  the  United  States  for  an  international  investment 
bank.  Under  these  proposals  the  internationally 
contributed  or  pledged  funds  would  be  available 
to  all  contributors  on  the  sole  condition  that  they 
fulfilled  specified  technical  financial  and  economic 
obligations  and  standards.  One  of  the  fundamental 
characteristics  of  the  Keynes  Plan,  its  author  em¬ 
phasizes,  is  its  “anonymous”  or  “impersonal”  qual¬ 
ity,  pointing  out  that  “no  particular  member  states 
have  to  engage  their  own  resources  as  such  to  the 
support  of  other  particular  states  or  of  any  of  the 
international  projects  or  policies  adopted.  They 
have  only  to  agree  in  general  that,  if  they  find 
themselves  with  surplus  resources  which  for  the 
time  being  they  do  not  themselves  wish  to  employ, 
these  resources  may  go  into  the  general  pool  and 
l>e  put  to  work  on  approved  purposes,”  and  at  an¬ 
other  point  observing  that  “it  is  a  great  facility  not 
to  have  to  ask  for  specific  contributions  from  any 
named  country,  but  to  depend  rather  on  the  anon¬ 
ymous  and  impersonal  aid  of  the  system  as  a 
whole.”  In  the  preliminary  draft  outline  of  a  pro¬ 
posal  for  a  United  Nations  Bank,  circulated  by  the 
Treasury  in  November  1943,  it  is  specifically  pro¬ 
vided  that  “the  Bank  shall  not  be  influenced  in  its 
decisions  with  respect  to  applications  for  loans  by 
the  political  character  of  the  government  request¬ 
ing  a  loan.  Only  economic  considerations  shall  be 
relevant  to  the  Bank’s  decisions.” 

Even  though  it  is  assumed  that  membership 
would  be  accorded  only  to  countries  that,  at  the 
time,  were  l^having  as  satisfactory  members  of  in¬ 
ternational  society,  conceptions  of  this  character 
would  prove  in  practice  unreal.  They  were  inspired, 
no  doubt,  by  a  wish  to  protect  the  contemplated 
financial  institutions  from  the  grim  perplexities 
presented  by  political  and  social  divergencies  and 
economic  rivalries.  But  it  will  prove  impossible  to 
do  so — at  least  as  regards  major  undertakings.  F.ach 
country  represented  in  the  organization  will  main¬ 
tain  watch  lest  an  unfriendly  power  be  strength¬ 
ened  at  its  expense.  Each  will  wish  to  be  able  to 
measure  what  it  receives  in  turn.  Would  the 
United  States,  for  example,  as  the  probable  largest 
contributor,  be  content  with  a  decision  that,  per¬ 
haps  indirectly,  enabled  other  countries,  whose 
aims  were  in  doubt,  to  establish  rival  air  lines  in 
this  hemisphere?  Would  it  wish  to  provide  funds 
that  permitted  other  countries  to  increase  their 
compietitive  armaments?  Economics  and  finance 
can  be  neutralized,  if  at  all,  only  among  proven 
friends.  International  financial  plans — no  matter 
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what  their  form — will  only  operate  if  the  great 
powers  achieve  genuine  mutual  trust,  and  reach 
satisfactory  agreement  in  potential  fields  of  eco¬ 
nomic  conflict.  During  the  testing  period  immedi¬ 
ately  ahead,  the  proposals  that  have  been  put  be¬ 
fore  us  will  have  to  be  amended  to  make  them 
less  rigid  and  automatic  in  conception  and  opera¬ 
tion.  The  problems  will  not  remain  wrapped  in 
veils  of  international  anonymity. 

In  the  field  of  relief  assistance,  where  the  task 
is  to  take  care  of  the  common  claim  of  all  human¬ 
ity-relief  from  unendurable  misery  and  the  chance 
to  begin  again — there  is  place  for  an  all-embracing 
and  unchanging  attitude,  and  for  a  measure  of 
anonymity.  This  is  given  recognition  in  the  consti¬ 
tution  of  the  United  Nations  Relief  and  Rehabil¬ 
itation  Administration,  and  in  its  arrangements  for 
operation. 

In  contrast  to  my  cautious  warnings  1  would 
urge  that,  where  a  basis  exists  for  reliable  and  per¬ 
manent  concert  of  policy,  economic  cooperation 
should  be  carried  much  further  than  ever  in  the 
past.  The  United  States  has  reached  such  a  point  in 
its  history,  for  example,  with  the  members  of  the 
British  Commonwealth. 

1  am  not  suggesting  that  this  be  done  by  with¬ 
holding  our  cooperation  and  aid  from  others,  or 
by  discriminating  against  them  in  the  terms  on 
which  trade  is  conducted  or  money  loaned.  I  am 
not  thinking  of  bans  and  restrictions  but  rather  of 
psitive  aids  and  arrangements.  Within  the  British 
Commonwealth  of  Nations  there  is  an  example 
of  mutual  economic  cooperation  carried  far  with¬ 
out  straining  relations  with  the  rest  of  the  world. 
What  we  have  done  over  the  past  ten  years  with 
the  other  American  republics — in  putting  our  ex¬ 
pert  knowledge  at  their  disposal,  in  rendering  ready 
financial  aid,  in  welcoming  the  development  of 
their  resources — is  another  example.  The  positive 
spirit  that  values  the  end  would  find  a  way  without 
thereby  depriving  any  of  the  rest  of  the  world  of 
its  due.  The  ultimate  aim  must  remain  the  world¬ 
wide  integration  of  economic  life;  for  nothing 
short  of  it  will  bring  security  or  uninterrupted  eco¬ 
nomic  advance. 

THE  LONG  VIEW 

We  shall  be  disappointed  if  we  expect  all  nations 
immediately  in  the  post-war  years  to  govern  their 
behavior  by  the  needs  of  the  new  geography.  In 
many  there  will  be  desperate  obsession  with  imme¬ 
diate  wants.  Each  of  the  countries  of  Europe  and 
of  the  Pacific  area  will  be  struggling  with  suffering. 


internal  uncertainty  and  dissension,  with  shocked 
bodies  and  minds.  They  will  be  more  intent  upon 
reestablishing  national  unity  and  production  than 
upon  the  elaboration  of  programs  for  the  distant 
future.  Nor  must  we  anticipate  that  free  private 
enterprise  will  everywhere  revive.  In  many  coun¬ 
tries  the  necessary  private  capital,  the  confidence, 
the  internal  stability  will  be  lacking.  Elementary 
necessity  will  force  many  governments  largely  to 
assume  direction  of  economic  life.  The  external 
world  with  which  we  will  have  to  deal  will  have 
no  uniformity.  The  economic  terms  of  our  relation¬ 
ship  will  not  be  embraced  in  any  simple  set  of 
formulae.  The  need  for  our  leadership  will  be  all 
the  more  crucial — to  sustain  the  essentials  of  our 
way  of  life.  It  will  be  all  the  more  necessary  that 
each  group  in  the  United  States  take  heed  of  the 
general  interest,  soften  their  quarrels,  be  foresight- 
ed  in  creating  the  internal  social  security  arrange¬ 
ments  that  we  shall  require  in  the  tumultuously 
changing  world. 

The  outline  I  have  presented  is  drawn  in  what 
may  be  called  “long  perspective” — like  a  stained 
glass  window  seen  across  the  length  of  a  spacious 
square.  Were  we  to  draw  nearer,  it  would  become 
clear  that  the  pattern  is  composed,  in  actuality,  of 
innumerable  small  sections.  Each  one  is  placed  and 
colored  in  relation  to  the  rest.  Outside  of  the  cal¬ 
culated  design  the  separate  bits  would  make  but 
an  ugly  chaos.  So  in  this  matter  of  foreign  eco¬ 
nomic  policy  for  the  United  States  coherence 
among  its  separate  elements  is  essential.  Each  and 
every  decision  requires  consideration  of  its  place  in 
the  whole  pattern  of  our  relationship  with  foreign 
countries.  This  cannot  be  overemphasized. 

The  development  of  a  coherent  pattern  will  re¬ 
quire  working  unity  among  many  different 
branches  of  the  government  under  direction  that 
possesses  energy,  understanding  and  sufficient  au¬ 
thority.  This  remains  to  be  achieved.  The  price  of 
failure  will  be  a  retreat  into  confusion — as  at  the 
end  of  the  last  war.  The  prize  of  success  will  be  a 
healthier  and  more  tranquil  state  of  mind  the  world 
over — an  inclination  to  travel  along  the  path  of 
peace. 

These  opinions  are  a  flight  into  a  future  yet  to 
be  won  by  the  struggles  on  the  battlefields  and  the 
efforts  in  farm  and  factory.  Those  are  today’s  and 
tomorrow’s  commanding  tasks.  The  modest  role 
of  economics  is  to  try  to  turn  these  struggles  and 
efforts  to  good  account  for  those  who  carry  the 
present  burdens  and  cares  of  war. 
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A  Guide  to  Recent  Books  on  Economic  Reconstruction 

HY  GRANT  S.  McCLELLAN 

Various  current  proposals  for  international  eco-  national  in  scope,  can  only  be  listed:  Robert  B.  Bryce, 


nomic  action  will  be  found  in  the  many  books  and 
pamphlets  which  discuss  the  broader  problems  of 
post-war  planning,  but  materials  on  strictly  eco¬ 
nomic  questions  are  numerous  in  themselves.  The 
reader  who  first  wishes  a  historical  review  of  in¬ 
ternational  economic  relations  may  consult  the  fol¬ 
lowing  two  very  comprehensive  treatments:  The  Tran¬ 
sition  from  War  to  Peace  Economy:  Report  of  the 
Delegation  on  Economic  Depressions  (Geneva,  League 
of  Nations,  1943)  and  The  United  States  in  the  World 
Economy  (Washington,  Department  of  Commerce, 
1943).  There  are  many  corresponding  works  by  indi¬ 
vidual  economists;  any  serious  student  will  perforce 
refer  to  the  experience  of  the  last  two  decades.  Stuart 
Chase,  in  The  Road  We  Are  Traveling:  1^14-1^42 
(New  York,  Twentieth  Century  Fund,  1942),  traces 
the  economic  and  social  trends  developed  in  the  inter¬ 
war  years.  Eugene  Staley,  World  Economy  in  Transi¬ 
tion  (New  York,  Council  on  Foreign  Relations,  I939)> 
and  Iderbert  Feis,  The  Changing  Pattern  of  Interna¬ 
tional  Economic  Affairs  (New  York,  Harper,  1940), 
may  be  mentioned  in  this  connection.  Antonin  Basch, 
in  The  New  Economic  Warfare  (New  York,  Colum¬ 
bia  University  Press,  1941),  analyzes  the  war  econo¬ 
mies  of  various  countries. 

Only  a  selected  list  of  the  principal  books  and 
magazine  articles  dealing  with  plans  for  general 
international  economic  action  can  be  included. 
Those  listed  reveal  some  divergence  of  views  among 
the  many  eminent  economists  here  represented. 
Professor  E.  H.  Carr,  in  Conditions  of  Peace  (New 
York,  Macmillan,  1942),  sets  forth  the  goal  of  equal¬ 
ized  standards  of  living  and  finds  this  wholly  incom¬ 
patible  with  laissez-faire.  In  the  reports  issued  by  the 
Commission  to  Study  the  Organization  of  Peace,  state¬ 
ments  by  the  following  authors  will  be  found:  John  B. 
Condliffe,  C.  W.  Cole,  E.  M.  Patterson,  Alvin  Hansen, 
and  Eugene  Staley.  See  Preliminary  Report  and  Mono¬ 
graphs,  and  Reports.  II-IV  (New  York,  Carnegie  En¬ 
dowment,  1941-1943).  In  Agenda  for  a  Postwar  World 
(New  York,  Norton,  1942),  John  B.  Condliffe  con¬ 
fines  his  attention  largely  to  economic  aspects  of  the 
immediate  post-war  situation.  Paul  Einzig,  Can  We 
Win  the  Peace?  (New  York,  Macmillan,  1943),  offers 
concrete  proposals  for  a  post-war  economic  settlement. 
A  comprehensive  view  of  economic  reconstruction  is 
given  by  Lewis  L.  Lorwin,  Economic  Consequences  of 
the  Second  World  War  (New  York,  Random  House, 
1941).  An  excellent  symposium,  which  virtually  con¬ 
stitutes  a  survey  of  contemporary  economic  thought, 
will  be  found  in  the  collection  of  essays  edited  by 
Seymour  E.  Harris,  Postwar  Economic  Problems 
(New  York,  McCiraw-Hill,  1943).  The  whole  range 
of  economic  affairs  after  the  war  is  also  dealt  with  in 
the  three  following  books:  J.  E.  Meade,  Economic 
Eases  of  a  Durable  Peace  (New  York,  Oxford,  1940); 
Ernest  M.  Patterson,  The  Economic  Bases  of  Peace 
(New  York,  McGraw,  1939);  and  Jacob  Viner,  The 
International  Economic  Organization  of  the  Future 
(New  York,  Harper,  1942).  Other  treatments,  inter- 


“Basic  Issues  in  Postwar  International  Economic  Re¬ 
lations,”  American  Economic  Review,  Supplement, 
March  1942;  William  A.  Brown,  Jr.,  The  Future  Eco¬ 
nomic  Policy  of  the  United  States  (Boston,  World 
Peace  Foundation,  1943);  Lewis  Corey,  The  Unfin¬ 
ished  Tasl{:  Economic  Reconstruction  for  Democracy 
(New  York,  Viking,  1942);  Alvin  Hansen  and  C.  P. 
Kindleberger,  ‘‘The  Economic  Tasks  of  the  Postwar 
World,”  Foreign  Affairs,  April  1942;  and  John  P. 
Young,  The  International  Economy  (New  York,  Ron¬ 
ald,  1942). 

One  of  the  basic  principles  in  any  plan  for  eco¬ 
nomic  reconstruction  is  the  necessity  for  the  revival 
and  expansion  of  international  trade.  A  general  his¬ 
torical  picture  of  international  trade  before  the 
war  will  be  found  in  J.  B.  Condliffe,  The  Recon¬ 
struction  of  World  Trade  (New  York,  Norton,  1941); 
and  League  of  Nations,  Economic,  Financial  and 
Transit  Department,  Commercial  Policy  in  the  Inter¬ 
war  Period:  International  Proposals  and  National  Pol¬ 
icies  (Geneva,  1942).  The  following  articles  analyze 
the  problems  of  postwar  trade:  Herbert  Feis,  ‘‘Restor¬ 
ing  Trade  After  the  War,”  Foreign  Affairs,  January 
1942;  Alonzo  E.  Taylor,  ‘‘Five  Postwar  Trade  Prob¬ 
lems,”  Harvard  Business  Review,  Winter  1943;  Sum¬ 
ner  C.  Slichter,  ‘‘Foreign  Trade  and  Postwar  Stabil¬ 
ity,”  Foreign  Affairs,  July  1943;  National  Planning 
Association,  ‘‘Britain’s  Trade  in  the  Postwar  World,” 
Planning  Pamphlets,  No.  9  (Washington,  1941);  and 
Howard  P.  Whidden,  Jr.,  ‘‘Britain’s  Postwar  Trade 
and  World  Economy,”  Foreign  Policy  Reports,  Decem¬ 
ber  15,  1943. 

The  following  articles  are  concerned  more  especially 
with  the  subject  of  international  currency  stabilization: 
1.  De  Vegh,  “The  International  Clearing  Union,” 
American  Economic  Review,  September  1943;  Fried¬ 
rich  A.  Lutz,  “International  Monetary  Mechanisms,” 
No.  I,  and  Frank  D.  Graham,  “Fundamentals  of  In¬ 
ternational  Monetary  Policy,”  No.  2,  Essays  in  Inter¬ 
national  Finance  (Princeton,  International  Financial 
Section,  Princeton  University,  1943);  Jacob  Viner, 
“Two  Plans  for  International  Monetary  Stabilization,” 
Yale  Review,  Autumn  1943;  and  John  H.  Williams, 
“Currency  Stabilization:  American  and  British  Atti¬ 
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